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Electronically  Recorded 


Tarrant  County  Texas 


Official  Public  Records 


3/22/2011  9:03  AM 


D21 1066866 


NOTICE  Ol 
STRIKE  Al 


iOVE  OR 
IS  FILED 


IN  THE  PUBLIC  RECORDS:  YOUR  SOCIAL  SECURITY  NUMBER  OR  YOUR 
DRIVER'S  LICENSE  NUMBER. 


THIS  AGREEMENT  made  this  15th  day  of  March,  2011,  between  Luby's  Fuddruekers  Restaurants,  LLC  a  Texas  limited  liability 
company,  Lessor  (whether  one  or  more),  whose  address  is:  131 1 1  Northwest  Freeway,  Suite  600,  Houston,  Texas  77040-6392  and  XTO  Energy 
Inc.,  whose  address  is:  310  Houston  St.,  Fort  Worth,  Texas  76102,  Lessee,  WTNESSETH: 

1.  Lessor  in  consideration  often  dollars  and  other  valuable  consideration,  receiot  oi  which  is  hereby  acknowledged  and  of -he  covenants  and 
agreements  of  Lessee  hereinafter  contained,  does  hereby  grani,  tease  and  iet  unto  Lessee  the  iand  covered  hereby  for  the  purocses  and  wrth  the 
exousrve  nght  of  exploring,  drilling,  mining  and  operating  ior.  prcdiidng  and  owning  cfl,  gas,  sulphur  and  a!!  other  minerals  (whether  or  no!  similarro 
those  mentioned),  togetner  with  the  nghi  to  make  surveys  on  said  (and.  lay  ape  lines,  establish  and  utilize  facilities  for  surface  or  subsurface 
disposal  of  salt  water,  construct  roads  and  bridges,  dig  canals,  build  tanks,  power  stations,  telephone  lines,  employes  houses  and  other  structures 
on  sato  iand  necessary  or  useful  in  Lessee's  operations  in  exploring,  drilling  for,  produtinq,  treating,  storing  and  transporting  minerals  produced 
irom  -.he  tend  covereo  nerehy  or  any  other  ignd  adjacent  thereto.  The  iand  covered  hereby,  herein  calied  "said  iand "  is  iocafed  in  the  County  or 
Tarrant.  State  of  Texas,  and  is  described  ss  follows:  1 


2.498  acres  of  land,  more  or  less,  of  a  called  2.368  acres,  situated  in  the  E.  Taylor  Survey,  A-1561,  Tarrant  County.  Texas, 
being  Lot  3B,  Block  4,  Bridgewood  Village  Addition,  according  to  the  Revised  Plat  thereof  recorded  in  Volume  388-216, 
Page  26,  Plat  Records,  Tarrant  County,  Texas,  and  being  more  particularly  described  in  that  certain  General  Warranty  Deed 
dated  February  1, 1997,  from  Luby's  Cafeterias,  Inc.,  a  Delaware  corporation,  to  Luby's  Restaurants  Limited  Partnership,  a 
Texas  limited  partnership,  as  recorded  in  Volume  1 2802,  Page  580,  Official  Public  Records,  Tarrant  County,  Texas. 


This  'ease  also  covers  and  includes,  in  addition  io  that  above  descriDed,  all  iand,  if  any,  contiguous  or  sdjaeerri  to  or  adbintnc  the  'and  above 
described  and  va)  owned  or  claimed  by  Lessor  by  irmftatbn.  prescription,  oassession,  reversion,  after-scowec!  title  or  unrecorded  instrument  or 
(b)  as  to  wicn  Lessor  has  a  preference  right  of  acquisition.  Lessor  egress  to  execute  any  supplemental'  instrument  requested  by  Lessee  for  a 
more  complete  or  accurate  description  or  sard  lana  f-or  Ihe  purpose  of  determining  the  amount  of  any  bonus  or  other  payment  hereunder  said  land 
siiaji  be  desmecj  to  contain  2.498  acres,  whether  actually  containing  more  or  lass,  and  the  above  recital  of  acreage  in  any  tract  shall  b^ 
deemed  to  be  the  true  acreage  thereof.  Lessor  accepts  the  bonus  as  lump  sum  consideration  for  this  tease  and  all  rights  and  options  hereunder. 

2.  Unless  sooner  terminated  or  longer  kept  in  force  under  other  provisions  hereof,  this  lease  shad  remain  in  force  for  a  term  of 

 4.,-Veare  from  ihe  date  hereof,  hereaiafter  cafled  "primary  term,"  and  as  long  thereafter  as  operations,  as  hereinafter  defined,  are  conducted 

upon  said  land  with  no  cessation  for  more  than  ninety  {90)  consecutive  days. 

3.  As  royalty,  Lessee  covenants  and  agrees:  (a)  To  deliver  to  the  credit  of  Lessor,  in  the  pipe  line  to  which  Lessee  may  connect  its  welis  'he  equai 

 25%    part  of  at!  oil  produced  and  saved  by  Lessee  from  said  land,  or  from  time  to  time,  al  the  option  of  Lessee,  fo  Day  Lessor  the  averaqe 

posted  market  price  of  such    25%  .  part  of  such  oi!  at  the  welis  as  of  the  dav  ft  is  run  to  thepipe  line  or  storage  tanks,  Lessor's  interest  in  either 

case,  to  bear     25  /»        of  the  cost  of  treating  oil  to  render  it  marketable  pipe  line  oii:  (»;  To  pay  Lessor  on  gas  and  casincheed  aas  produced 

from  said  land  (1)  when  soid  cy  Lessee,  25%  or  the  amount  realized  by  Lessee,  computed  si  the  mouth  of  the  well,  or  (2)  when  i,ised  by 
Lessee  off  said  land  or  in  the  manufacture  or  gasosne  or  other  oroducts.  the  market  value,  at  the  mouth  of  the  wsS,  of  25%  of  such  aas  and 
caanghesd  gas:  ic)  To  pay  Lessor  on  all  other  minerals  mined  and  marketed  or  utilized  by  Lessee  from  said  land,  one-ienih  ertnerin  kind  or  vaiue  at 
the  well  or  rrahe  ai  Lessee's  election,  except  that  on  sulphur  mined  and  marketed  the  royalty  shall  be  one  dollar  {$1  CO)  oer  lona  tan  If  at  the 
expiration  of  the  primary  term  or  at  any  timeortlmes  thereafter,  there  is  any  well  on  said  land  or  on  lands  with  which  said  land'or  any  portion 
Ihereor  has  been  pooled,  capable  of  producing  oil  or  gas,  and  ail  such  wells  are  shut-in.  this  lease  shall,  nevertheiess  continue  in  force  as 
though  operations  were  being  conducted  on  said  land  for  so  lono  as  said  wells  are  shut-in,  and  thereafter  this  tease  mav  be  continued  in  force  as 
if  no  shut-in  had  occurred.  Lessee  covenants  and  agrees  fo  use  reasonable  diligence  to  produce,  ugfize,  or  market  the  minerals  capable  of  being 
produced  from  said  wells,  but  in  the  exercise  of  such  diFtgence,  Leasee  shaii  not  be  obligated  to  instM  or  furnish  facilities  other  th3n  well  facilities 
and  ordinary  iease  fecjlBies  of  flow  lines,  separator,  and  tease  tank,  and  shall  not  be  required  to  settle  labor  trouble  or  to  market  gas  upon  terms 
unacceptable  to  Lessee.  If,  at  any  time  or  times  after  the  expiration  of  the  primary  term,  al  such  weSs  ere  shut-in  for  a  Deriod  of  ninety  consecutive 
days,  and  during  such  time  ihere  are  no  operations  on  said  land,  then  at  or  before  the  expiration  of  said  ninety  day  period,  Lessee  shall  pay  or 
tender,  by  checfi  or  draft  of  Lessee,  as  royalty,  a  sum  equal  to  one  dollar  ($1 .0.0)  for  each  acre  of  land  then  covered  hereby.  Lessee  shaft  make 
tike  payments  or  renders  at  or  before  the  end  of  each  anniversary  of  the  expiration  of  said  ninety  day  Deriod  if  upon  such  anniversary  Shis  lease  is 
being  continued  in  force  solely  by  reason  of  the  provisions  of  this  paragraph.  Each  such  payment  or  fender  shall  be  made  to  the  oatfies  who  at 
the  time  of  payment  would  be  entitled  to  receive  the  royalties  -which  wouid  be  paid  under  this  lease  H  the  wells  were  rjrcduang  and  may  be 
deposited  in  such  bank  as  directed  by  Lessor,  or  its  successors,  which  shaft  continue  as  the  depositories,  regardless  of  changes  in  the 
ownership  of  shut-in  royalty.  If  at  any  time  that  Lessee  pays  or  tenders  shut-in  royaity,  two  or  more  parties  are,  or  claim  to  be,  entiiledlo  receive 
same.  Lessee  may,  in  fieu  of  anyotner  method  of  payment  herein  orcvided.  pay  or  tender  such  shut-in  royalty,  in  the  manner  above  specified, 
either  jointly  to  such  parties  or  separately  to  each  in  accordance  with  their  respective  ownerships  thereof.  as'Lessea  may  elect  Anv  payment 
hereunder  may  be  made  by  check  or  draft  of  Lessee  deoosited  in  the  mail  or  delivered  to  the  party  entitled  to  receive  payment  or  io  a  depository 
bank  provided  for  above  on  or  before  the  fast  date  for  psvrnem.  Noihinq  herein  snail  impair  Lessee's  right  to  release  as  provided  in  paisgranh  5 
hereof.  In  Ihe  event  of  assignment  of  this  lease  in  vjtoofeerm  part,  liability  for  pavment  hereunder  snail  rest  exclusively  on  the  then  owner  or  owners 
of  this  iease,  severally  as  to  acreage  owned  by  each, 

4,  Lessee  is  hereby  oranted  the  right,  at  its  option,  to  pool  or  unitize  any  land  covered  by  this  lease  with  any  other  iand  covered  by  this  lease, 
and/orwith  any  other  land,  ieasa,  or  leases,  as  to  any  or  all  minerals  or  horizons,  so  as  to  establish  units  containing  not  more  than  SO  surface  acres, 
plus  10%  acreage  tolerance;  provided,  however,  units  may  be  established  as  to  any  one  or  more  horizons,  or  easting  units  may  beentaroed  as  to 
any  one  or  more  horizons,  so  as  to  contain  not  more  than  540  surface  acres  plus  10%  acreage  tolerance,  if  limited  to  one  or  more  of  the  Allowing: 
{1}  gas,  other  than  easinghesd  gas,  (2)  liquid  hydrocarbons  (condensate)  which  are  not  liquids  in  the  subsurface  reservoif,  (3)  minerals  produced 
from  wefls  classified  as  gas  wells  by  the  conservation  agency  having  jurisdiction.  Should  governmental  authority  having  jurisdiction  prescribe 
or  oermii  the  creation  or  units  larger  than  those  specified,  units  thereafter  created  may  conform  substantially  in  size  with  those  prescribed  or 
permitted  by  Governments!  regulations.  Lessee  shall  exercise  said  op:ion  ss  to  each  desired  unit  by  executing  an  instrument  identifying  such  unit 
and  filing  it  for  record  in  the  public  office  in  which  this  lease  is  recorded.  Such  unit  snail  become  effective  as  of  the  date  proviaed  for  in  said 
instrument  or  instruments  but  if  said  instrument  or  instruments  make  no  such  provision,  then  such  unit  shall  become  effective  on  the  date  such 
instrument  or  instruments  are  so  fiied  of  record.  Each  of  said  options  may  be  exercised  by  Lessee  at  any  lime  and  from  lime  to  time  while  this 
iease  is  in  force,  and  whether  before  or  after  operations  or  production  has  been  established  either  or.  said  land,  or  on  the  portion  of  said  land 
included  in  the  unit,  or  on  other  iand  unitized  therewith.  A  unit  established  hereunder  shall  be  valid  and  effective  for  all  purposes  o;  ibis  lease  even 
though  there  may  be  mineral,  royaity.  or  leasehold  interests  fn  lands  within  the  unit  which  are  net  effectively  pooled  or  unilaed.  Any  ooerations 
conducted  on  any  part  of  such  unitized  fend  shall  be  considered,  for  all  purposes,  except  the  payment  of  royaiiy,  operations  conducted  uoon  said 
land  underthis  lease.  There  shall  be  allocated  to  Ihe  iand  covered  by  this  (ease  within  each  such  unit  {or  to  each  separate  trad  within  trie  unit  if 
this  iease  covers  separate  tracts  within  the  unit)  that  proportion  of  the  total  production  of  unitized  minerals  from  the  unit,  aiter  deducting  any  used 
in  lease  or  unit  operations  which  the  number  of  surface  acres  in  such  iand  {or  in  each  such  separate  tract",  covered  by  this  lease  within  the  unit 
bears  to  the  totai  number  of  surface  acres  in  the  unit,  and  the  production  so  allocated  shall  be  considered  for  all  purposes,  including  payment  or 
delivery  of  royaity  overriding  roysKy  and  arsy  other  payments  out  of  oroduction.  to  be  the  entire  production  of  unitized  minerals  from  the  land  to 
which  allocated  in  the  same  manner  as  though  oroduced  therefrom  'under  the  terms  of  this  lease.  The  owner  of  the  reversionary  estate  of  any 
term  royaftv  or  mineral  estate  agrees  that  ihe  accrual  of  rayaities  pursuant  to  this  paragraph  or  of  shut-in  royalties  from  a  well  on  the  unit  shall 
satisfy  any  limitation  of  term  requiring  production  of  oil  or  gas.  The  lonnation  of  any  unit  hereunder  which  includes  land  not  covered  by  this  iease 
shall  not  nave  ihe  effect  of  exchanging  or  transferring  any  interest  under  this  lease  (including,  without  limitation,  any  shut-in  royaity  which  may 
become  payable  under  this  iease)  between  parties  owning  interests  in  iand  covesBd  by  this  tease  and  parties  owning  interests  in  rand  not  covered 
by  this  lease  Neither  shaii  it  impair  the  right  of  Lessee  to  release  as  provided  in  paragraph  5  hereof,  except  that  Lessee  may  not  so  release  as  to 
lands  within  a  unit  white  there  are  operations  thereon  for  unitized  miner-sis  unless  ait  pooted  leases  are  released  as  to  lands  within  the  unit  Al  any 
time  white  this  lease  Is  in  force  Lessee  may  dissolve  any  unit  established  hereunder  by  filing  for  record  in  the  public  office  where  this  lease  is 
recorded  a  declaration  to  ;hat  effect,  if  at  that  time  there  is  no  unitized  minerals  being  produced  from  such  unit.  Any  unit  formed  may  be 
amended  re-rormed,  reduced  or  enlarged  by  Lessee  at  its  election  at  any  time  and  from  time  to  time  after  Ihe  original  forming  thereof  by  filing  an 
appropriate  instrument  of  record  in  the  public  otnee  in  which  the  pooled  acreage  is  located.  Subject  to  the  provisions  of  this  paragraph  4,  a  unit 
once  established  hereunder  shall  remain  in  force  so  long  as  any  iease  Subiect  thereto  shall  remain  in  force,  if  this  tease  new  or  hereafter  covers 
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r,art  ji  ^f!?-l??y  ?  ^ [ime  ^d  t™. t0  a1!e  ««cute  and  deliver  to  Lessor  or  file  for  record  a  release  or  releases  of  this  lease  as  to  any 
part  or  all  of  sad  land  or  of  any  mineral  or  horizon  thereunder,  and  thereby  be  relieved  of  all  obligations,  as  to  the  released  acreage  or  Interest 

^B^VVhenewer  uaad  in  this  lease  the  word  "operations"  shall  mean  operations  for  and/or  any  of  the  following:  preparing  the  drillsite 
locatpn  and/or  access  road,  dm ing  testing  completing  reworking,  recomplet'ng.deeperar^,  sidetracking,  plugging  backer  repairingof 
a^hnse^*^orVa!le^e^r,?-obte'nProdurtoncrf0'1'  9as.sufphur  or  othe?  minerals,  excavating  a  mine  production  o?oi  qas 
sulphur  or  other  mineral,  whether  or  not  in  paying  quantities.  '  a 


S.  The  nghis  and  estate  of  any  party  hereto  may  be  assigned  from  time  to  time  in  whoie  or  in  part  and  as  to  any  mineral  or  horizon  Alt  of  *ha 
covenants,  obligations,  and  considerations  of  thus  lease  shall  extend  to  and  be  binding  upon  the  patties  hereto  their  heirs  successors  assians 
ana successive^ assigns  .No  change  or  division  in  the  ownership  of  said  land,  royalties:  or  other  monevs,  or  any  part  thereof,  howsoever  effected' 


precedent  to  the  bringing  of  any  action  by  Lessor  on  said  lease  for  any  cause,  and  no  such  action  shall  be  brought  until  the  lapse  of  sixty  (SC)  days 


canceled  for  any  cause,  it  shall  nevertheless  remain  intone  and  effect" as  to  (1)  suffJ^racreage  arourrf'each  vveiFas to  v^ic^'thereaVeocft-llons 


require;  and  (2)  any  part  of  said  land  included  in  a  pooled  unit  on  which  there  are  operations.  Lessee  shsH  also  have  such  easements  or*  said  land 
as  are  necessary  to  operations  on  the  acreage  so  retained  and  shall  not  be  required  &  move  or  remove  any  existing  surface  facilities  necessary 
or  converaentforcurrentopsfations.  ' 


■r ,,       .        ,  -  -  -  ■■  -  -  - , —  ■  j  --j..^..^,  r„,_„,^  i.,  ,..,.„,j  may  become  payable  w  usasw 

and/or  assigns  under  Sis  lease,  If  this  lease  covers  a  less  interest  in  the  di.  gas.  sulphur,  or  other  minerals  in  ai!  or  any  pari  of  said  !arsd  lhan  the 
erwra  and  undiviaed  fee  Simple  estate  (whether  Lessor's  interest  is  herein  specified  or  not),  or  no  interest  therein  then  the  ravages  and  other 

moneVR  Kccminn  frtvn  anv  nai?  at  'n  uihrrti  thic  looco  r~r\\n*rc  loco  fh-in  our*,  fnfl  M^-sm  -J-.-.K  n«i..  i-   ^*r.  - ..  . 


1 1.  £  jwnife  this  lease  is  in  force,  at.  or  after  the  expiration  of  the  primary  term  hereof,  ilis  not  beba  continued  in  force  by  reason  of  the  shut-in 
wea  provisions  o.  paragrapn  3  nereof.  and  Lessee  is  not  conducting  operatiors  on  said  land  by  reason  of  (1)  any  law,  order,  rule  or  regulation 
(whether  or  not  subsequently  determined  to  be  invaJid)  or  (2)  any  other  causa,  whether  similar  or  dissimilar,  (except  financial)  beyond  the 
reasonable  control  of  Lessee,  'he  primary  term  hereof  shall  be  extended  untit  the  first  anniversary  date  hereof  occurring  ninety  (90)  or  more 
days  following  tne  removal  oi  such  delaying  cause,  and  this  lease  may  be  extended  thereafter  by  operations  as  if  such  delay  had  not  occurred. 

12.  Lessor  agrees  that  this  lease  covers  and  includes  any  and  all  of  Lessc^snghEsinandtoarryexisSngwdl(s)and/orwelilxire{s)onsaid 
land,  other  lhan  existing  water  wells,  and  for  all  purposes  of  this  lease  the  re-entry  and  use  by  Lessee  of  any  existing  wen  and/or  wellbore  shall  be 
deemed  the  same  as  tne  drilling  of  a  new  wefl. 

1 3.  Notwithstanding  anything  to  the  contrary  contained  in  this  lease,  at  the  option  of  Lessee,  which  may  be  exercised  by  Lessee 
giving  notice  to  Lessor,  a  well  which  has  been  drilled  and  Lessee  intends  to  frac  shall  be  deemed  a  well  capable  of  producinq  in  payinq 
quantities  and  the  date  such  well  is  shut-in  shall  be  when  the  drilling  operations  are  completed. 

14.  As  a  result  of  land  development  in  the  vicinity  of  said  land,  governmental  rules  or  ordinances  regarding  well  sites,  snd/ot  surface 
restrictions  as  may  be  set  forth  in  this  lease  and/or  other  leases  in  the  vicinity,  surface  locations  for  well  sites  in  the  vicinity  may  be  limted 
and  Lessee  may  encounter  difficulty  securirra  surface  locations)  for  drillino,  reworking  or  other  operations.  Therefore  since  drilling 
reworking  or  otner  operations  are  either  restricted  or  not  allowed  on  said  land  or  other  leases  in  the  vicinstv  it  is  agreed  that  any  sucn 
operations  conducted  ai  a  surface  location  off  of  said  land  or  off  of  lands  with  which  said  land  are  oooled  in' accordance  with  this  lease 

provided  that  such  operatic""  ™*   ti,  — .*  „.^»  n —  — — c  j~m —   —  — >...-.  .._  — 

under  said  land  or  fends  pr. 
contained  in  this  paragraph 
except  as  expressly  stated. 

IN  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 


Luby's  Fuddruclters  Restaurants,  LL&  a  Texas  limited  liability  company 


Page  3  of  5 


STATE  OF 


it  t      >  (ACKNOWLEDGMENT  FOR  CORPORATION) 

county  of  Hariri-*  >  ' 


This  instrument  was  acknowledged  before  me  on  the  {&  day  of  flduTe-k.         2011,  by 


My  commission  expires: 
Seai: 
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ADDENDUM 
(NON-SURFACE  USE) 

Attached  to  and  made  a  part  of  Oil,  Gas  and  Mineral  Lease  dated  March  15,  2011,  by  and  between 
Luby's  Fuddruckers  Restaurants,  LLC  a  Texas  limited  liability  company  as  Lessor,  and  XTO 
Energy  Inc.,  as  Lessee.  It  is  understood  and  agreed  by  all  parties  that  the  language  on  this 
Addendum  supersedes  any  provisions  to  the  contrary  in  the  printed  lease  hereof. 


15.  It  is  hereby  agreed  and  understood  that  there  shall  be  no  drilling,  reworking  or  recovery  activities  on 
the  surface  of  the  leased  premises  without  the  prior  written  permission  from  the  surface  owner  of  the 
applicable  portion  of  the  leased  premises.  Notwithstanding  the  foregoing,  this  waiver  of  surface  shall  not 
be  construed  as  a  waiver  of  the  rights  of  Lessee  to  utilize  the  subsurface  of  the  leased  premises  under  this 
lease,  and  Lessee  shall  have  the  right  to  exploit,  explore  for,  develop  and  produce  oil,  gas  and  other 
covered  minerals  under  this  lease  from  wells  from  surface  locations  off  the  leased  premises,  including, 
but  not  limited  to,  directional  or  horizontal  drilling  activity  which  comes  under  the  surface  of  the  leased 
premises.  This  drilling  surface  waiver  does  not  apply  to  any  surface  rights  associated  with  instruments 
other  than  this  lease. 

1 6.  Royalty  Payment. 

(a)  As  royalties,  Lessee  agrees: 

(1 )  To  deliver  free  of  cost  to  Lessor  at  the  well(s)  or  to  the  credit  of  Lessor  at  the  pipeline  to  which  the 
well(s)  may  be  connected,  One-Fourth  ( 1  /4th)  of  all  oil  and  other  liquid  hydrocarbons  produced  and  saved 
from  the  Land.  At  Lessor's  option,  which  may  be  exercised  from  time  to  time  and,  which  initially  shall  be 
assumed  as  exercised  by  Lessor  unless  Lessor  notifies  Lessee  in  writing  otherwise,  Lessee  shall  pay  to 
Lessor  the  same  part  of  the  market  value  at  the  well  of  oil  and  other  liquid  hydrocarbons  of  like  grade  and 
gravity  prevailing  on  the  day  the  oil  and  other  hydrocarbons  are  sold  from  the  Lease  in  the  general  area  in 
which  the  Land  is  located. 

(2)  To  pay  to  Lessor: 

(i)  On  gas  produced  from  the  Land  and  sold  by  Lessee  or  used  off  the  Land  and  to  which  the 
following  subparagraphs  (ii)  and  (iii)  One-Fourth  (l/4th)  of  the  market  value  at  the  well,  subject 
to  the  other  provisions  herein. 

(ii)  On  gas  produced  from  the  Land  that  is  processed  in  a  processing  plant  in  which  Lessee  or  an 
affiliate  of  Lessee  has  a  direct  or  indirect  interest,  the  higher  of  One-Fourth  (l/4th)  of  the  market 
value  of  the  gas  at  the  inlet  to  the  procdssing'plant,  or  One-Fourth  ( 1  /4th)  of  the  market  value  of 
all  processed  liquids  saved  from  the  gas  at  the  plant  plus  One-Fourth  ( 1  /4th)  of  the  market  value 
of  all  residue  gas  at  the  outlet  of  the  plant. 

(iii)  On  gas  produced  from  the  Land  that  is  processed  in  facilities  other  than  a  processing  plant  in 
which  Lessee  or  an  affiliate  of  Lessee  has  a  direct  or  indirect  interest,  One-Fourth  ( 1  /4th)  of  the 
market  value  at  the  plant  of  all  processed  1  iquids  credited  to  the  account  of  Lessee  and  attributable 
to  the  gas  plus  One-Fourth  ( 1  /4th)  of  the  market  value  of  all  residue  gas  at  the  outlet  of  the  plant. 

(b)  The  market  value  shall  be  the  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price  then 
prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for 
production  of  similar  grade  and  gravity.  The  market  value  used  in  the  calculation  of  oil  and  gas  royalty 
will  never  be  less  than  the  total  proceeds  received  by  Lessee  in  connection  with  the  sale,  use,  or  other 
disposition  the  oil  or  gas  produced  or  sold.  For  purposes  of  this  paragraph,  if  Lessee  receives  from  a 
purchaser  of  oil  or  gas  any  reimbursement  for  all  or  any  part  of  severance  or  production  taxes,  or  if  Lessee 
realizes  proceeds  of  production  after  deduction  for  any  expense  of  production,  gathering,  dehydration, 
separation,  compression,  tran spoliation,  treatment,  processing,  storage,  or  marketing,  then  the 
reimbursement  or  the  deductions  will  be  added  to  the  total  proceeds  received  by  Lessee,  except  as  set 
forth  in  16(d)  below. 

(c)  Except  as  permitted  in  16(d)  below,  Lessor's  royalty  will  never  bear,  either  directly  or  indirectly,  (i) 
any  part  of  the  costs  or  expenses  of  production,  separation,  gathering,  dehydration,  compression, 
transportation,  trucking,  processing,  treatment,  storage,  or  marketing  of  the  oil  or  gas  produced  from  the 
Land;  or  (ii)  any  part  of  the  costs  of  construction,  operation,  repair,  maintenance  or  depreciation  of  any 
plant  or  other  facilities  or  equipment  used  in  the  handling  of  oil,  gas,  or  other  hydrocarbons.  Lessor's 
royalty  will  bear  its  share  of  all  severance,  production,  excise,  and  windfall  taxes  and  any  other  like  and 
similar  taxes  imposed  on  such  hydrocarbons  or  gas  or  on  the  value  thereof. 
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(d)  Notwithstanding  anything  in  this  Lease  to  the  contrary,  (i)  Lessee  shall  have  free  use  of  produced  oil 
and  gas  for  operations  conducted  on  the  Land  or  lands  pooled  therewith,  and  the  royalties  on  oil  and  gas 
herein  provided  shall  be  computed  after  deducting  any  so  used,  and  (ii)  if  a  third  party,  that  is  not  an 
affiliate  of  Lessee,  separates,  gathers,  dehydrates,  compresses,  transports,  processes,  or  treats  gas 
produced  from  the  Land,  Lessor's  royalty  will  bear  its  proportionate  share  of  costs  and  expenses 
associated  therewith,  even  if  such  third  party  costs  and  expenses  are  passed  through  an  affiliate  of  Lessee. 

(e)  Lessor  shall  be  paid  its  royalty,  as  specified  in  (a)  and  (b)  above,  of  all  payments  and  other  benefits 
made  under  any  oil  or  gas  sales  contract  or  other  arrangement,  including  take-or-pay  payments  and 
payments  received  in  settlement  of  disputes;  provided  that  if  Lessor  receives  a  take-or-pay  payment  or 
similar  payment  for  gas  that  has  not  been  produced,  and  if  the  gas  purchaser  "makes-up"  such  gas  and 
Lessee  is  required  to  give  such  purchaser  a  credit  for  gas  previously  paid  for  but  not  taken,  then  Lessor 
will  only  receive  its  royalty,  as  specified  in  (a)  and  (b)  above,  of  any  payments  made  by  the  gas  purchaser 
for  such  make-up  gas  taken  pursuant  to  the  take-or-pay  provision  or  similar  provision. 

(f)  If  gas  produced  from  the  Land  is  sold  by  Lessee  pursuant  to  an  arms-length  contract  with  a  purchaser 
that  is  not  an  affiliate  of  Lessee,  and  for  a  term  no  longer  than  that  which  is  usual  and  customary  in  the 
industry  at  the  time  the  contract  is  made,  then  the  market  value  of  the  gas  sold  pursuant  to  the  contract 
shall  be  the  total  proceeds  received  by  Lessee  in  the  sale,  subject  to  the  provisions  of  paragraph  16(b) 
above. 

(g)  As  used  in  this  Lease,  "affiliate"  means  (i)  a  corporation,  joint  venture,  partnership,  or  other  entity  that 
owns  more  than  fifty  percent  of  the  outstanding  voting  interest  of  Lessee  or  in  which  Lessee  owns  more 
than  fifty  percent  of  the  outstanding  voting  interest;  or  (ii)  a  corporation,  joint  venture,  partnership,  or 
other  entity  in  which,  together  with  Lessee,  more  than  fifty  percent  of  the  outstanding  voting  interests  of 
both  Lessee  and  the  other  corporation,  joint  venture,  partnership,  or  other  entity  is  owned  or  controlled  by 
the  same  persons  or  group  of  persons. 

(h)  Unless  there  is  a  reasonable  title  dispute  or  question  as  to  title,  Lessee  must  disburse  or  cause  to  be 
disbursed  to  Lessor  its  royalty  on  production  from  a  particular  well  not  later  than  one  hundred  twenty 
(120)  days  after  the  end  of  the  month  of  first  sales  of  production.  Thereafter,  Lessee  must  disburse  or 
cause  to  be  disbursed  to  Lessor  its  royalty  on  production  by  the  last  day  of  the  second  month  after  the 
month  in  which  production  is  sold.  If  not  paid  when  due,  Lessor's  royalty  will  bear  interest  at  the  statutory 
rate  from  due  date  until  paid,  which  amount  Lessee  agrees  to  pay. 

(i)  Acceptance  by  Lessor  of  royalties  that  are  past  due  will  not  act  as  a  waiver  or  estoppel  of  its  right  to 
receive  interest  due  thereon  unless  Lessor  expressly  so  provides  in  writing  signed  by  Lessor.  The  royalty 
payment  obligations  under  this  Lease  shall  not  be  affected  by  any  division  order  or  the  provisions  of 
Section  91.402  of  the  Texas  Natural  Resources  Code  or  any  similar  statute. 

(j)  Notwithstanding  the  insolvency,  bankruptcy,  or  other  business  failure  of  a  purchaser  of  production 
from  the  Land  or  pipeline  company  transporting  production  from  the  Land,  Lessee  will  remain  liable  for 
payment  to  Lessor  for,  and  agrees  to  pay  Lessor  all  royalties  due  Lessor  together  with  interest  if  not 
timely  paid. 

17.  Lessee  agrees  to  indemnify  and  hold  Lessor  harmless  from  any  and  all  liability,  damages, 
environmental  damages,  reasonable  attorney's  fees,  expenses,  causes  of  action,  suits,  claims  or  judgments 
of  any  kind  or  character  for  injury  to  persons  or  property  caused  by  Lessee's  operations  on  the  leased 
lands  or  the  lands  pooled  therewith. 


LESSOR:  LESSEE: 


Luby's  Fuddruckers  Restaurants,  LLC  XTO  Energy  Inc. 
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